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The  Role  of  Farm  Products  in  U.S.  Aid  to  Spain  ** 

By  Elfriede  A.    Krausej 
European  Analysis  Branch 

The  Spanish  economy  for  several  years  has  grown  at  a  rapid  rate,    but  this  expansion  has 
been  accompanied  by  serious  problems  of  inflation  and  deterioration  in  the  value  of  the  peseta. 
The  Spanish  stabilization  program  announced  in  July  1959  will,    it  is  hoped,    permit  the  country's 
economy  to  continue  its  growth  on  a  sounder  basis. 

The  new  stabilization  program  includes  the  following.    The  peseta  has  been  devalued,    and 
other  monetary  and  fiscal  measures  have  been  taken  to  restore  internal  stability.    A  substantial 
reduction  has  been  made  in  restrictions  and  discrimination  in  private  trade  and  payments,    with 
more  to  follow;   state  trading  (especially  important  for  agricultural  products)  is  to  be  carried 
out  on  a  nondiscriminatory  basis.    Price  controls  and  administrative  allocation  procedures  have 
been  eliminated  on  those  products  no  longer  subject  to  quantitative  restrictions,    and  there  will 
be  other  changes  in  internal  economic  policy,    also  in  the  direction  of  a  freer  market  economy. 
Spain  has  become  a  full-fledged  member  of  the  Organization  for  European  Economic  Coopera- 
tion (OEEC),    thereby  undertaking  obligations  which  necessitate  reorientation  of  its  economic 
policies.    New  credits  and  grants  totaling  about  $375  million  are  being  made  available  by  the 
International  Monetary  Fund,    the  OEEC,    private  bankers,    and  the  United  States  Government 
(including  sales  under  Title  I  of  Public  Law  480)  in  order  to  cushion  the  immediate  impact  of 
these  reforms  on  the  Spanish  economy. 

SPAIN'S  ECONOMIC  SITUATION 

The  Spanish  economy  has  expanded  rapidly  in  recent  years.    National  income  has  grown  at 
an  average  rate  of  6  percent  a  year  since   1953,    a  rate  even  higher  than  the  average  for  the 
OEEC  countries.    Per  capita  GNP  (gross  national  product)  in  Spain,    at  less  than  $300  in  1958 
(computed  at  the  present  rate  of  60  pesetas  to  the  dollar)  is,    however,    still  one  of  the  lowest  in 
Western  Europe. 

Spain's  economic  growth  has  been  almost  entirely  due  to  its  rapid  industrial  development. 
Agricultural  output  has  shown  much  less  improvement;  even  compared  with  the  pre-Civil  War 
period  (1931-35)  the  increase  in  output  has  been  small.    According  to  the  index  prepared  by  FAS, 
agricultural  production  in  Spain  during  1956-58  averaged  only  10  percent1  higher  than  in  1949- 
51--and  1956-58  was  the  highest  3-year  average  on  record- -whereas  agricultural  production  in 
Western  European  countries  combined  had  increased  by  16  percent.    Compared  with  1931-35 
(before  Spain's  Civil  War)  Spanish  agricultural  production  had  increased  only  11  percent  by 
1956-58,    whereas  agricultural  production  in  Western  European  countries  combined  had  increased 
by  30  percent.    Since  Spain's  population  meanwhile  had  increased  by  21  percent,    per  capita 
agricultural  production  declined  to  92  percent  of  that  before  the  Civil  War;  for  Western  Euro- 
pean countries  combined,    however,    per  capita  agricultural  production  in  1956-58  was  112 
percent  of  prewar. 

Agriculture  has  nevertheless  not  been  entirely  neglected  in  Spain.    New  areas  are  being 
brought  under  irrigation  each  year;  the  National  Institute  of  Colonization  has  undertaken  several 
large-scale  projects  to  transform  certain  underdeveloped  areas  into  productive  agricultural 
(and  industrial)   regions;  and  an  extension  service  has  been  established.    But  the  Spanish  Govern- 
ment has  been  chiefly  preoccupied  with  industrial  expansion  and  agriculture  has  been  given 
lower  priority.    For  example,    shortages  of  fertilizer  during  the  planting  season  are  not  uncom- 
mon; Spain  is  dependent  on  foreign  sources  for  a  large  part  of  its  nitrogenous  fertilizers.    Fer- 
tilizer consumption  per  acre  of  agricultural  land  is  still  one  of  the  lowest  in  Western  Europe, 
and  Spain  is  also  still  very  far  behind  most  other  Western  European  countries  in  other  tech- 
nological improvements. 

Most  observers  of  the  Spanish  economic  situation  seem  to  agree  that  Spanish  economic 
growth  has  been  lopsided,    that  it  is  time  to  slow  down  the  rate  of  industrial  expansion,    to  devote 
a  larger  proportion  of  investment  to  raising  the  productivity  of  agriculture. 

According  to  Spanish  official  statistics  the  volume  of  total  Spanish  imports  increased  from 
1953  to  1957  and  1958  by  over  two-fifths,  whereas  exports  (more  than  half  of  which  were  agri- 
cultural products)   showed  little  change  (table   1).    Though  the  Spanish  Government  had  quantitative 


-"■Eleven  percent  excluding  citrus  fruit  in  both  periods;  a  heavy  freeze  in  February  1956 
reduced  the   1956  crop  sharply,    and  also  had  some  adverse  effect  on  the   1957  crop. 
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restrictions  on  all  imports  (until  the  recently  announced  stabilization  program),    it  permitted 
substantial  increases  in  imports  not  only  of  capital  goods   and  raw  materials,    but  also  of  con- 
sumer goods  to  meet  rising  demand  resulting  from  increasing  industrial  employment  and  higher 
wages.    Inflationary  pressures  nevertheless  became  increasingly  serious.    Money  in  circulation 
doubled  from  1953  to  1958,    and  prices  rose  sharply.    Even  food  prices,    which  were  held  down 
by  means  of  large  imports  from  the  United  States  under  Public  Law  480  and  Section  402  of  the 
Mutual  Security  Act,    rose  by  more  than  two-fifths  from   1953  to  1958. 

SUMMARY  OF  U.    S.    ECONOMIC  AID  TO  SPAIN 

Since   1951,    the  year  in  which  the  United  States  first  provided  economic  aid  to  Spain,  U.  S. 
programs  for  Spain  have  totaled  over  $1.1  billion.    The  bilateral  economic  aid  agreement  between 
the  United  States  and  Spain,    signed  in  September   1953,    at  the  same  time  as  the  defense  and  air- 
base  agreements,    marked  the  beginning  of  large-scale  assistance  to  Spain  under  the  Mutual 
Security  Act.    This  type  of  economic  aid  (defense  support)  has  been  continued  to  the  present 
time,    totaling  over  $400  million  through  fiscal  year  1959  (including  over  $150  million  in  agricul- 
tural products  under  Section  402.)  Nearly  $200  million  of  the  total  represented  Export-Import 
Bank  loans  and  other  credits;  the  largest  single  one  was  the  $62.  5  million  credit  authorized  by 
the  Mutual  Security  Act  in  1951. 

After  the  passage  of  Public  Law  480,    a  substantial  part  of  total  assistance  to  Spain  was 
made  under  Title  1  agreements  and  in  the  form  of  Title  III  donations.    Public  Law  480  assistance 
totaled  over  $500  million  to  the  end  of  fiscal  year  1959;  this  represents  nearly  half  of  total  as- 
sistance since  aid  was  first  given  in  1951   and  56  percent  of  the  total  in  the   5  fiscal  years  since 
Public  Law  480  has  been  in  existence.    During  the  past  5  fiscal  years,    72  percent  of  total  eco- 
nomic assistance  to  Spain  has  been  in  the  form  of  agricultural  products  under  Public  Law  480 
and  Section  402. 

Most  of  the  U.  S.  agricultural  exports  to  Spain  in  recent  years  were  made  under  these  two 
programs:  During  fiscal  years  1956  through  1958,  91  percent  under  both  programs,  and  55  per- 
cent under  Public  Law  480,    Title  I  alone. 

COMMODITY  COMPOSITION  OF  PUBLIC  LAW  480  AND  SECTION  402  PROGRAMS 

Fats  and  oils,    chiefly  soybean  oil,    with  some  cottonseed  oil,    tallow,    and  linseed  oil,  have 
been  by  far  the  most  important  exports  to  Spain  under  the  Public  Law  480,    Title  I  program. 
During  the  5  fiscal  years  1954-55  to  1958-59,    $218  million  of  the  total  $362  million  program 
was  for  fats  and  oils;  this  was  nearly  three  times  as  much  as  the  $77  million  for  cotton,    the 
second  most  important  item.    The  other  important  items  under  Title  I  were  feed  grains,    tobacco, 
and  meat. 

Cotton  has  been  by  far  the  most  important  export  under  Section  402,    accounting  for  about 
$100  million  of  the  total  $143  million  program  in  those  5  years,    with  fats  and  oils,    at  nearly 
$26  million  coming  second. 

On  a  per  capita  basis,    U.  S.  -financed  agricultural  exports  to  Spain  provided  about  150 
calories  of  food  per  day  and  1.  5  kilograms  of  cotton  per  year  during  this  5-year  period.  Spanish 
food  consumption  has  been  rising  in  recent  years  but,    at  barely  2,  600  calories,    still  remains 
at  one  of  the  lowest  levels  in  Western  Europe.    The  increases  which  have  occurred  would  not 
have  been  possible  without  the  aid  of  U.  S.  -financed  products.    This  is  particularly  true  in  the 
case  of  vegetable  oil. 

Imports  under  Public  Law  480  and  Section  402  have  in  recent  years  provided  about  one- 
third  of  Spain's  total  edible  oil  requirements  and  over  two-fifths  of  total  cotton  requirements. 
Other  commodities  supplied  under  U.    S.    programs  represent  for  the  most  part  fairly  small 
proportions  of  total  supplies.   However,   they  have  on  several  occasions,    when  domestic  short- 
ages occurred,    been  of  strategic  importance  in  that  they  made  possible  the  prevention  of  ex- 
cessive price  rises. 
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TABLE  4.— U.  S. 


agricultural  exports  to  Spain:  Amount  of  sales  by  type  of  financing, 

1955-58 


Type  of  financing 

1955 

1956 

1957 

1958 

Public  Law  480: 

Million         Million           Million         Million 
dollars         dollars           dollars         dollars 
20.4-              85.0              54.2              99.8 
1.2                   .8 

Title  III,   barter 

13.9              20.4              18.7              13.3 
2.6                2.0                   .1                7.0 

46.2              42.8              15.7              26.1 

Total  under  specified  government  programs 

83.1            150.2              89.9            147.0 

10.3              15.8                9.8              -2.6 

93.4           iftfi.n            qq.7           iaal 

1  Unrevised;  differs  slightly  from  Table  3,  in  which  revised  figures  are  used. 

2  The  noncomparability  of  the  data  available  for  the  reporting  of  exports  under 
government-financed  programs  may  affect  the  reliability  of  these  figures .  The  figure 
for  1958  is  negative  because  Section  402  data  represent  disbursements  rather  than 
actual  exports;  nearly  $7  million  of  the  total  disbursed  during  1958  was  for  ship- 
ments made  during  earlier  periods. 

From  reports  compiled  by  Trade  Statistics  Branch,  Trade  Policy  Division,  FAS. 

ECONOMIC  IMPORTANCE  OF  FARM  IMPORTS  UNDER  AID  PROGRAMS 

A  country  receiving  U.    S.    farm  commodity  aid  is  benefited,    first,    by  the  receipt  of  com- 
modities without  expenditure  of  foreign  exchange  and,    second,    by  the  fact  that  part  of  the  for- 
eign currency  funds  from  sales  of  these  commodities  is  made  available  for  loans  or  grants  for 
economic  development  projects. 

Spain's  agricultural  imports  from  the  United  States,    mostly  under  Public  Law  480  and 
Section  40Z,    have  in  recent  years  represented  a  very  large  proportion  of  its  total  agricultural 
imports,    even  a  substantial  proportion  of  its  total  imports.    In  spite  of  the  fact  that  these  im- 
ports under  special  programs  did  not  require  the  expenditure  of  foreign  exchange,    Spanish 
gold  and  dollar  reserves  declined  to  a  very  low  level,    indicating  that  at  the  existing  rates  of 
investment  and  economic  expansion,    normal  commercial  trade  could  not  have  provided  for  such 
shipments. 

These  imports  not  only  helped  Spain  overcome  a  very  serious  foreign  payments  problem, 
but  also  contributed  significantly  to  maintenance  of  consumption  and  to  the  Spanish  Government's 
efforts  to  avoid  run-away  inflation.    The  persistent  increase  in  price  levels  in  Spain  since  1954 
would  have  been  much  greater  without  the  supply  of  U.  S.  -financed  agricultural  commodities. 

Spain,    which  had  finally  been  able  to  discontinue  food  rationing  in  1952,    would  probably 
not  have'been  able  to  avoid  resumption  of  rationing  of  certain  basic  foodstuffs,    in  particular 
edible  oil,    without  food  shipments  under  Public  Law  480  and  Section  402.    Consumer  demand 
for  agricultural  products  was  rising  substantially  during  this  period,    as  a  result  of  a  high  rate 
of  industrial  expansion;  increase  in  demand  was  accelerated  by  the  substantial  wage  increases 
granted  in  1956.    Since  Spanish  agricultural  output  had  increased  at  a  slower  rate,    serious 
shortages  would  have  developed  without  U.    S.    food  products  to  fill  the  gap. 

The  same  situation  existed  for  cotton.    If  it  had  not  been  possible  to  obtain  cotton  under 
Public  Law  480,    not  only  would  the  Spanish  textile  industry  have  been  in  serious  straits,    with 
resulting  unemployment,    but  there  would  also  have  been  domestic  shortages  of  cotton  textiles, 
which  would  have  had  an  inflationary  effect  on  textile  prices. 
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TABLE  5. — U.  S.  farm  exports  under  specified  programs:  Their  relation  to  Spanish 
imports  and  gold  and  dollar  reserves,  1955-58 


Title  I  shipments , 

Title  II  and  III  shipments 

Sec .  402  shipments 

Total  agricultural  exports  under 

special  programs2 , 

Spanish  imports , 

Spanish  imports  from  U.  S 

Spanish  agricultural  imports , 

Spanish  agricultural  imports  from  U.  S..., 
Gold  and  dollar  reserves  (end  of  period). 


1955 


83 


619 
115 
157 
61 
221 


1956 


1957 


157 


767 
201 
213 
116 
163 


92 


862 
225 
229 
111 
106 


1958 


Mil.   dot.  Mil.   dot.  Mil.  doL.  Mil.  dot. 

20        92       56  100 

17        22       20  21 

46        43        16  26 


147 


849 
188 
244 


(3) 


65 


1  Spanish  import  data  are  c.i.f.  customs  data,  reported  in  gold  pesetas,  an  ar- 
bitrary unit  equal  to  32.67  cents,  converted  to  dollars  at  this  rate.  Voluntary  re- 
lief shipments  under  Title  III  are  not  included.  A  substantial  proportion  of  both 
imports  and  exports  are  not  included  in  the  official  customs  data  as  they  involve 
illegal  foreign  exchange  transactions. 

2  These  are  not,  of  course,  identical  with  deliveries  during  the  period,  for  which 
data  by  type  of  program  are  not  available  here. 

3  Not  available. 

The  second  benefit  for  the  Spanish  economy  from  the  farm  products  received  under  U.  S. 
aid  programs,    i.  e.  ,    the  utilization  for  economic  development  of  part  of  the  peseta  funds  from 
the  sale  of  the  products,    was  rather  slow  in  materializing  in  the  case  of  Public  Law  480  funds. 
This  was  due  principally  to  the  reluctance  of  the  Spanish  Government  to  sign  the  loan  agree- 
ments,   a  necessary  prerequisite  to  allocation  of  the  funds  for  specific  projects,    presumably  on 
account  of  fear  of  the  inflationary  impact  that  use  of  these  funds  would  have.    These  arguments 
were  less  than  convincing,  however,  when  at  the  same  time  policies  of  heavy  deficit  spending 
were  being  continued- -a  sort  of  offset  to  the  non-use  of  the  U.    S.    loan  funds  not  subject  to  the 
approval  of  the  U.    S.    Mission.    In  effect,    since  the  expansion  of  budget  expenditure  was  facili- 
tated by  the  influx  of  these  funds,    economic  development  was  being  supported  by  them,    even 
though  only  small  amounts  were  allocated  to  specific  projects  before  the  early  part  of  1959. 

Under  the  new  more -cautious  monetary  and  fiscal  policy  adopted  as  part  of  the  stabiliza- 
tion plan,    a  ceiling  has  been  placed  on  public  spending  and  on  the  volume  of  credit  permitted  to 
be  made  available  for  the  private  sector  of  the  economy.    The  spending  of  U.    S.    counterpart 
funds,    including  the  loan  funds  for  economic  development  under  Public  Law  480  Title  I  agree- 
ments,   will  also  be  spaced  in  such  a  manner  as  to  minimize  inflationary  pressures. 

Title  I  agreements  with  Spain  to  date  have  provided  for  sales  for  pesetas  totaling  $392 
million,    of  which  $197  million,    or  about  50  percent,    are  being  made  available  for  loans  to 
Spain  for  economic  development  purposes.    Most  of  the  balance  has  been  set  aside  for  U.    S. 
uses  in  Spain.    No  104e  funds,    i.e.    grants  for  economic  development  and  Cooley  loans,    have 
been  provided  for  in  the  agreements  with  Spain.    U.    S.    attempts  to  persuade  the  Spanish  Gov- 
ernment to  allot  part  of  the  peseta  proceeds  of  Title  1  sales  for  Cooley  loans  have  been  without 
success.    The  Spanish  Government  has  preferred  to  let  the  funds  which  could  be  made  available 
for  loans  for  investment  in  Spain  under  the  Cooley  loan  provision  be  allocated  to  U.    S.    use 
rather  than  permit  control  over  these  loans  by  a  foreign  bank  (the  Export-Import  Bank). 

2  The  discussion  here  will  be  limited  principally  to  the  Public  Law  480  funds,    as  the 
counterpart  of  the  agricultural  commodities  shipped  under  the  defense  support  program  (Sec- 
tion 402)  cannot  be  separated  from  that  of  the  rest  of  the  defense  support  program. 
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TABLE  6. — Planned  uses  of  pesetas  under  Section  104,  Title  I,    Public  Law 
480  agreements  signed  July  1,  1954,  through  June  30,  1959 


Item 

Amount 

Payment  of  U.  S .  obligations  ( 104f ) 

Mil.  doL.1 
197.1 
180.1 

9.5 

3.1 

1.1 

.5 

.7 

Total 

392.1 

1  Computed  at  42  pesetas  to  the  dollar,  which  was  the  deposit  rate 
prior  to  the  July  1959  devaluation. 

The  counterpart  funds  generated  by  shipments  of  agricultural  commodities  under  Section 
402  of  the  defense  support  program  have  also  been  partly  made  available  for  economic  develop- 
ment.   While  funds  were  needed  for  airbase  construction,    30  percent  of  the  counterpart  was  set 
aside  for  economic  development  grants;  beginning  with  fiscal  year   1959,    90  percent  of  the  coun- 
terpart generated  under  defense  support  programs  has  been  earmarked  for  such  grants. 

Up  to  November  1958  only  $10.  5  million  of  Public  Law  480  loan  funds  for  economic  de- 
velopment from  the  first  Title  I  agreement  signed  in  April  1955  had  passed  to  Spanish  use.    In 
November   1958  three  loan  agreements  were  signed,    covering  $139  million  of  economic  develop- 
ment funds  from  Title  I  agreements  signed  through  1958,    and  since  then  an  additional  agreement 
has  been  signed  covering  the  $49  million  in  loan  funds  from  the  Title  I  agreement  concluded  in 
January  1959. 

As  of  June  30,    1959,    specific  projects  had  been  approved  for  the  use  of  about  two-fifths 
of  the  loan  funds  to  become  available  under  Title  I  agreements  to  date  (table  7).    In  terms  of 
Spanish  currency,    these  amounted  to  about  3.  3  billion  pesetas  out  of  a  total  of  8.  3  billion  pe- 
setas3 earmarked  for  loans  under  these  agreements. 

In  order  to  give  some  idea  of  the  contribution  to  Spanish  economic  development  that  the 
United  States  assistance  programs  have  made,    the  following  considerations  might  be  in  order. 

Measured  in  terms  of  total  national  investment  or  total  national  income,    it  is  no  doubt 
true  that  any  contributions  from  outside  of  a  particular  national  economy  have  been  small  his- 
torically and  are  small  now--whether  we  speak  of  foreign  capital  investment  or  foreign  aid 
proper.    However,    the  importance  of  assistance  from  abroad  to  a  given  less-developed  economy 
far  transcends  the  indications  that  can  be  derived  from  this  type  of  comparison.    The  fabric  of 
national  income  or  of  national  investment,    or  the  maintenance  and  expansion  of  such  income, 
may  also  be  viewed  as  resting,    by  comparison,    on  a  very  small  base  of  foreign  trade,    more 
particularly  imports.    These  imports  provide  the  kind  of  strategic  resources  that  cannot  be  pro- 
vided domestically  and  on  whose  availability  depends  the  mobilization  of  domestic  resources 
many  times  the  value  of  those  strategic  imports.    In  fact,    it  may  well  be  said  that  a  given  size 
of  national  income  in  a  given  country,    as  well  as  its  growth  at  a  certain  rate,    depends  upon  a 
certain  import  quota  without  which  such  income  or  growth  cannot  be  maintained.    Any  economic 
plans,    to  be  sure,    are  based  on  this  notion:  That,    if  income  is  to  expand,    the  means  must  be 
provided  for  a  certain  increase  in  imports. 

If  this  is  a  correct  description  of  the  significance  of  imports  for  economic  development, 
any  measurement  of  foreign  economic  assistance  in  terms  of  a  contribution  to  economic  develop- 
ment becomes  more  meaningful  if  it  is  related  to  total  imports  of  the  particular  economy  rather 
than  to  total  income  and  investment.    Comparisons  with  total  income  and  investment,    to  be  sure, 
should  not  be  ruled  out  altogether;  but  they  should  be  supplemented  by  comparisons  with  the  im- 
port trade. 

3  The  total  could  eventually  be  somewhat  higher,    in  view  of  the  fact  that  peseta  deposits  in 
payment  of  shipments  made  since  July  20,    1959,    are  being  made  at  60  pesetas  to  the  dollar. 
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TABLE  7. — Projects  approved  for  Public  Law  480  loans  as  of  June  30,  1959 


Project 


Reforestation  and  watershed  control. 

Irrigation  and  reclamation 

Land  consolidation 

Soil  conservation 

Inland  fisheries  development 

Improvement  of  municipal  forests.... 

Hydraulic  works 

Improvement  of  coal  mines 

Electric  power 

Tourist  industry 

Industry  and  trade  schools , 

Total 


Amount 


Million  dollar 

equivalent1 

11.9 

11.3 

2.1 

.3 

.2 

1.2 

23.6 

5.9 

17.9 

2.4 

2.3 


79.1 


1   Computed  at  4-2  pesetas  to  the  dollar,  which  was  the  deposit  rate 
prior  to  the  July  1959  devaluation. 

ICA  Report  F-8,   Foreign  Currency  Quarterly  Project  Report,   Period 
Ending  June  30,    1959,    International  Cooperation  Administration. 

Investment  expenditures  in  Spain  during  1958  totaled  89  billion  pesetas  (34  billion  govern- 
ment investments,    plus  55  billion  net  investment  in  the  private  sector).    The  Spanish  Govern- 
ment's investment  plan  for  1959  calls  for  a  reduction  of  this  total  to  about  81  billion  pesetas. 
About  4  billion  pesetas*  of  funds  earmarked  for  economic  development  under  U.    S.    programs 
(nearly  $100  million  at  the  rate  of  deposit  before  the  stabilization  plan)  would  represent  fully  5 
percent  of  such  total  investment. 

The  contribution  of  U.   S.    aid  to  the  Spanish  economy  in  terms  of  imports,    however,    rep- 
resents the  picture  more  truly  with  respect  to  the  significance  of  foreign  assistance.    Total 
Spanish  imports  in  the  past  2  years  averaged  about  $850  million  per  year  (table  5).    Nearly  15 
percent  of  these  imports  consisted  of  agricultural  products  from  the  United  States  shipped  under 
special  programs;  for  a  large  proportion  of  these,    the  Spanish  economy  did  not  have  to  provide 
an  immediate  resource  return. 

As  already  stated  previously,    our  exports  to  Spain  under  these  programs  also  contributed 
significantly  to  the  maintenance  of  consumption  which,    in  the  absence  of  those  programs,    would 
have  had  to  be  curtailed.    This  conclusion  is  not  only  significant  from  the  point  of  view  of  the 
contribution  that  foreign  aid  has  made  to  economic  development  in  Spain,    but  also  from  the  point 
of  view  of  the  compliance  of  our  operations  under  Title  I  of  Public  Law  480  with  the  intent  of 
that  legislation:  That  shipments  under  it  be  for  additional  consumption- -additional  to  what  con- 
sumption otherwise  would  have  been. 

OUTLOOK 

The  future  development  of  Public  Law  480  sales  to  Spain  and  their  contribution  to  Spain's 
economic  development  depends  to  a  great  extent  on  the  outcome  of  its  program  for  economic 
stabilization  and  reform.    A  major  goal  of  the  program  is  to  improve  Spain's  foreign  payments 
position.   If  this  is  accomplished,    Spain  will  eventually  be  able  to  pay  dollars  for  its  imports  and 
Public  Law  480  sales  will  no  longer  be  needed. 

However,    even  if  the  plan  is  successful,    the  need  for  food  and  fiber  imports  under  Title  I 
cannot  be  immediately  eliminated.    In  fact,    the  loan  "package"  made  available  to  Spain  to  aid  its 
stabilization  program  included  $60  million  under  Title  I  of  Public  Law  480  for  fiscal  year  1959- 
60,    an  estimate  based  on  the  outlook  at  the  time  the  program  was  planned. 

4  This  is  the  rate  at  which  U.  S.    aid  funds  for  economic  development  (Public  Law  480  sales 
proceeds  and  counterpart  funds  from  the  defense  support  program)  are  to  be  spent  in  1959  ac- 
cording to  estimates  in  the  Spanish  stabilization  program. 
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Sales  to  Spain  under  Title  I  in  future  years,    assuming  continuation  of  the  program,    will 
depend  on  Spain's  import  requirements  and  its  dollar  position.    Assuming  some  increase  in 
production  of  the  commodities  in  deficit  in  recent  years,    but  also  some  increase  in  requirements 
as  a  result  of  population  increase  and  further  improvements  in  the  standard  of  living,    average 
requirements   of  food  and  fiber  imports  from  the  United  States  are  likely  to  average  about  $100 
million  annually  during  the  next  5  years  (fiscal  years   1960-64).    During  the  preceding  5  years, 
farm  imports  from  the  United  States  averaged  around  $115  million,    mostly  under  special  pro- 
grams. 

Assuming  that  Spain's  foreign  exchange  position  improves  so  that,    on  the  average,    roughly 
one -fourth  of  this  amount  could  be  paid  for  in  dollars  (practically  none  at  present,    increasing  to 
as  much  as  one-half  by  the  end  of  the  period),    an  average  of  some  $75  million  might  be  needed 
under  special  programs,    as  grants  or  sales  for  pesetas.    Assuming  $60  million  under  Public 
Law  480,    Title  1,    of  which  50  percent  made  available  for  loans  for  ■economic  development,    $30 
million  annually,    or   1 .  8  billion  pesetas  at  present  exchange  rates,    would  be  made  available  for 
the  country's  investment  program. 

These  assumptions  may  or  may  not  be  reasonable.    If  Spain's  stabilization  program  proves 
unsuccessful,    or  if  Spain  has  a  series  of  poor  crop  years,    the  estimates  given  above  may  well 
be  too  low.    If,    on  the  othei   hand,    Spain  should  achieve  a  considerable  degree  of  success  in  its 
agricultural  development  program,    the  estimates  of  agricultural  import  requirements  may  be 
too  high. 

In  March  of  this  year  Spain  published  in  connection  with  its  investment  plan  a  statement  of 
the  goals  of  its  agricultural  development  program.    These  are:   1)  To  increase  its  agricultural 
exports  by  expanding  its  production  of  traditional  export  products;  2)  to  curtail  and  ultimately 
stop  its  imports  of  food  and  agricultural  raw  materials;  and  3)  to  increase  output  of  farm  prod- 
ucts to  meet  growing  domestic  demand.    Among  the  measures  planned  to  achieve  these  ends  are 
increased  use  of  fertilizer  (probably  the  most  important  one  from  the  standpoint  of  possible 
short-run  results);   speeding  up  of  irrigation,    land  consolidation,    and  soil  conservation;  expan- 
sion of  the  livestock  and  poultry  industry;  increasing  acreage  in  olive  and  fruit  trees;  and  con- 
struction of  storage  facilities. 

Spain's  goal  for  improvement  in  its  agricultural  trade  balance  during  the  next  5  years  is 
to  reduce  agricultural  imports  by  about  one -fifth  and  expand  exports  by  over  one -third- -by  the 
fifth  year  (1963)  the  value  of  agricultural  exports  would  be  twice  as  high  as  agricultural  im- 
ports,   if  this  goal  were  achieved. 

Whether  or  not  much  progress  is  made  toward  this  goal  depends  on  many  things.    Cer- 
tainly expansion  of  Spain's  agricultural  investments  seems  likely,    in  view  of  the  recommenda- 
tions of  the  international  organizations  assisting  the  stabilization  plan  that  agricultural  develop- 
ment be  given  greater  emphasis  than  in  the  past. 

In  any  consideration  of  prospects  for  the  long-run  development  in  Spain  it  may  be  useful 
to  recall  developments  in  Greece  and  Italy.    In  both  of  these  countries  the  need  for  economic 
development  funds  remains  great.    But  in  Greece,    output  of  the  products  formerly  imported 
under  Public  Law  480  increased  to  such  an  extent  that  a  Title  I  program  became,    at  least  for 
the  time  being,    unnecessary.    And  in  Italy  the  balance  of  payments  situation  improved  so  re- 
markably that  a  Title  I  program  no  longer  seems  justified. 

In  the  short  run,    however,    Title  I  agreements  will  probably  continue  to  supply  a  substan- 
tial part  of  Spain's  farm  imports  and  a  sizable  contribution  to  its  funds  for  economic  develop- 
ment. 
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